Drawing on individual data from the World Values Surveys, this paper estimates the importance of racial differences in the relation between individual feelings about competition and selfreported happiness. Racial or ethnic characteristics are split as Asians, Blacks and Whites. In general, people who think competition is good are associated to the same (high) level of happiness as do people who think competition is harmful. Blacks, however, appear to shy away from competition probably because they are not the winners in the competitive process of capitalism. Results among blacks within different countries show similar patterns. These findings are different than and complement previous research which shows a positive or negative relation between competition and well-being. The paper improves over previous research in that it approximates competitive environment by using individual-level measures and considers the relevance of cultural differences. Instrumental variable analysis suggests that there may be a relation of causality stemming from competition to happiness. The paper conjectures about the reasons why individuals who find competition as harmful report higher levels of happiness but do not attempt to establish causality directions.
1.

Introduction
The association between competition and well-being has been a debatable issue for quite a long time. Mainstream Economic theory and most Professional Economists postulate that competition drives the forces of development. Competition, relative to non-competitive structures such as monopoly and oligopoly, creates positive incentives for producers to boost technological progress, improve efficiency and optimize resource allocation, thus improving social welfare. Competition should improve consumers' wellbeing by putting downward pressure on prices because consumers, for equal quality, should have more opportunities to buy cheaper products, kicking inefficient suppliers out of the market.
In assessing the wellbeing effects of economic choices, economists have been traditionally led by the principle of revealed preference, by which if we observe an individual choosing consumption bundle A over consumption bundle B, he does so because he prefers bundle A over bundle B and in choosing bundle A over bundle B, presumably, the individual will maximize his wellbeing. But this is a logical conclusion derived from appropriate assumptions and it is by no means clear if it constitutes a measure of individual wellbeing.
The theoretical arguments developed by mainstream economists about the benefits of market competition are strong and they seem to have percolated into the minds and souls of other social agents, such as politicians, but also appear to have strong influence on the general public.
In sum, most economists have developed theoretical arguments which show competition as favoring efficient outcomes, while they have also developed logical reasoning and opinions which "explain" why competitive capitalism improves individual wellbeing.
On the other hand, the study of happiness, which many researchers use as an approximation to individual wellbeing, originally a domain of psychology, has been making its way into the field of economics over the past decades as researchers have used survey and experimental data to delve into the nature of the association between well being and political and economic institutions, although some of these studies use self-reported life satisfaction instead of self-reported happiness as their measure of wellbeing (Bjørnskov et al, 2008) i .
This paper contributes to the literature on the relation between economic institutions and happiness by focusing on one specific economic institution: market competition. Furthermore, this paper investigates if there are differences in the relation of competition and happiness which may be driven by racial, ethnic or cultural differences.
The study of the effect of ethnic differences on economic outcomes has increased in the last few years. Some authors have identified ethnicity as a characterization of culture. For example, in a widely cited study, Guiso et.al, (2006) ii define culture as those "customary beliefs and values that ethnic, religious, and social groups transmit fairly unchanged from generation to generation". This paper analyzes whether the relation between competition and happiness is the same for individuals with different cultural (ethnic) backgrounds.
This investigation uses self-reported opinions about competition derived from the World Value Surveys (WVS)
iii . Based on the information collected so far, this is the first paper to use the opinions of individuals about competition rather than using quantitative aggregate measures such as the degree of openness of an economy or the volume of capital inflows and outflows. As a consequence, the measure of competition used presently is an individual measure rather than an aggregate measure which may prove more useful to draw appropriate conclusions with respect to individual behavior and causality relations.
Data collected by the WVS also includes information about the ethnicity of the respondent which is used to gauge into the importance of ethnicity differences.
Competition may be regarded differently by, say, citizens of developed countries relative to citizens of less developed countries, or by Asian individuals relative to Whites and Blacks, for example. This is probably the first paper attempting to explore this issue directly using data collected at the individual level. Empirical studies which assess the positive relationship between market competition and individual wellbeing postulated mainly by mainstream economists find this relationship questionable, particularly studies of behavioral economics, sociology, psychology and political science.
Empirical Psychological studies of children behavior, cited in Kohn (1992) viii found that children learn better when they are exposed to cooperative environments (65% of the cases) with respect to competitive environments (7%). Other studies also cited in Kohn (1992) test for creativity of children and find that those children who were competing for prizes produced less creative collages than those who were not competing for prizes.
More closely related to Economics, Brandts et.al (2005) ix use laboratory experiments in which participants play a repeated social dilemma game (played by a fix group of subjects x with fixed roles) to study the effects of competition on efficiency and material wellbeing, subjective wellbeing and individual's disposition towards others, Liebrand (1984) xixii .
Subjective wellbeing and disposition towards others are obtained by surveying the participant's emotions before and after the experiments. Brandts et.al. (2005) consider specifically the fact that preferences and tastes are no independent of the institutional environment and that economic interactions are contractually incomplete.
In an environment with incomplete contracts, they find that the competitive scenario neither leads to an increase in efficiency not it leads to material gains to the short side of the transaction relative to the non-competitive scenario. Further, competition harms the subjective wellbeing of the long side. Only the subjective wellbeing of the short side to the transaction is improved. The short side to the transaction is significantly happier than the other two competing parties on the long side and is also happier than any of the two parties in the non-competitive game. Moreover, competition appears to adversely affect disposition towards those on the long side of the transaction.
Although Brandts et al (2005) nicely capture the rivalry aspects of competition (Stigler, 1987) xiii , the sample they use appears to be non-representative: they collected data on 153 subjects and they do not specify in which way they selected the individuals xiv .
More related to the spirit of this paper, Fischer (2008) xv uses data from the third and fourth waves of the WVS xvi and other sources and finds that market competition increases happiness inequality by aggravating the harmful effects on inequality of differences in economic power xvii , that is, competition makes those with greater bargaining power happier relative to those with less bargaining power. Fischer (2008) segregates the happiness-effect of competition in three parts: (1) the financial gains obtained through competition, (2) the intensity of market transactions, and (3) the degree of bargaining power of the short side, that is, the happiness-empowering effect of having the power of excluding others on the long side from the economic transactions thus augmenting the latters' economic insecurity. The third part may increase or decrease overall happiness depending on the magnitude of the effect on the short side relative to the long side of the transaction. Fischer (2008) hypothesis is that market competition re-enforces the bargaining power effect for participants' subjective wellbeing (her Hypothesis 1).
Her dependent variable arises from individuals' answers to the question: "All things considered, how satisfied are you with your life as a whole these days?". Persons answering this question have 10 options, the first being "dissatisfied", the tenth being "very satisfied". In addition, Fischer (2008) approximates market competition by using the KOF index of economic globalization, which measures the integration of a national economy in the world market. Fischer (2008) hypothesis is that the degree of market competition in a country can be approximated by the degree of economic integration of that country in the world economy xviii . As such, it constitutes a national, aggregated data, which does not represent a measure of individual behavior or opinion. Briefly, should a person chooses option 1 it would mean she believes competition is a good thing, while if she chooses option 10 it would mean she believes competition is harmful. In sum, competition is also a categorical variable that takes 10 values, from 1 (good) to 10 (harmful). Moving downwards from the first category, each subsequent category represents less sympathy towards competition.
To take account of cultural differences the data is segregated according to what is defined here as a different culture: ethnic differences xxix . To take account of specific ethnic differences, the WVS data is divided in three samples of different individuals:
Asians, Whites, and Blacks. These groups account for almost 63 % of the individuals surveyed in the WVS and represent a fairly accurate description of three different cultures. As a first glance to potential differences between ethnic groups, the following Although Whites and Asians appear to be similar with respect to their feelings about happiness, this is not the case for Black individuals: more than 22% of them declare not to be happy compared to 16% of whites and Asians.
Since opinions about competition are segregated into 10 categories, it is a bit more complicated to draw differences, if any. Nevertheless, Table 2 below shows that Blacks are more inclined than Asians and Whites to answer that competition is good as are also more inclined to think that competition is harmful. The fourth wave of the WVS also collects socio-demographic data of each individual which are used as control variables. These include whether the respondent is female or male, his/her years of age, self-reported education level, employment status, income level and social class. Education is a categorical variable ranging from level 1 (no formal education) to level 9 (university education with degree), level 1 being the omitted (reference) category. As previous empirical studies show, more educated individuals tend to be happier (e.g. Di Tella, MacCulloch and Oswald (2001)) xxx .
Employment status is a not-ordered categorical variable since not all the categories imply that the next (or previous) category is better (or worse). The respondent is given 9 alternatives to answer with respect to her employment status according to the following table: There is no ex-ante reason to believe that a house wife would be more or less happy than a full time employee or a student. But if we assume that having a job (or else, doing something relative to being unemployed) makes a person happier than not having a job, which appears reasonable, there would be reasons to believe that the level of happiness of all categories would be higher than that reported by the unemployed, as studies on the relation of unemployment and happiness suggest (e.g. Frey and Stutzer (2002)) xxxi . Category 7 (Unemployed) is used as the reference category, accordingly.
Self-reported income is measured using deciles, the first representing the lowest income (which is the reference category Table 7 .
The Model
Happiness is a categorical variable that takes 4 values as described above.
Individuals answer according to how happy they regard themselves. In other words, responses are ordered: here a person selecting option 1 is happier than a person who selects option 2 and so on. As Train (2011) xxxiii explains, one way to conceptualize this process of decision is to think about some level of opinion or utility associated with the answer given. That is, a person whose (unobserved) opinion about happiness is above some level 1 will choose to answer "very happy" and a person whose opinion about happiness is below 1 but above 2 will choose to answer "quite happy", those whose opinions are below 2 and above cutoff point 3 will answer "not very happy", while those with opinions below 3 will respond "not at all happy".
This unobserved level of opinion or utility associated with happiness is affected by observed and unobserved variables as specified next. Assuming a specific distribution for the unobserved variables (e.g. logistic), the probability of each answer for the level of happiness can be determined. The estimated parameters give the impact of the explanatory variables on self-reported levels of happiness. If the model uses the logistic distribution for the unobserved variables, this model is called ordered logit, and it is the one used in this paper.
Following the intuition outlined above, the econometric model specifies 
= + +
where is an individual-specific error term which is assumed to be distributed logistic.
Since the dependent variable is categorical, OLS results may be biased and inefficient. Nevertheless OLS are run first for the whole sample to gauge for any nonlinear relation between competition and happiness. Following the OLS regression, order logit technique is applied to take account of the nature of the variables involved.
To take differences in ethnicity in consideration three different regressions are run where the competition-effect on happiness for the three different ethnic groups mentioned above is analyzed.
Since the results of this type of regressions are difficult to evaluate, marginal effects of competition on the probability of being very happy (value = 1) are computed, which also will help in the evaluation of nonlinearities.
Control variables include self-reported income, social class, educational level, gender, age and country fixed effects for each of the samples as outlined in the preceding section and described in Table 7 .
Data Analysis
Results
OLS Results
The results from the OLS regression are shown in Tables 9   through 12 xxxvi . Results show that feelings about competition have different effects on happiness for different ethnic groups.
Country fixed effects are considered but not reported. Country fixed effects comprise variables such as the competitive environment of a country or its institutional structure. In this sense, the coefficients of competition (the α´s) reflect the individual effect of feelings about competition on self-reported happiness. Table 9 shows the results of the effect of feelings about competition on selfreported happiness for each ethnic group. Since the omitted category is Category 1 (i.e.
those individuals who think competition is good), the regression coefficients reflect the effect of competition on happiness relative to those individuals. Since all coefficients are positive, the first conclusion is that individuals who think competition is increasingly harmful tend to report lower levels of happiness relative to category 1.
A second observation is that competition does not have any statistical effect on self-reported happiness for individuals who think competition is harmful (categories 9
and 10) with respect to those who think competition is good. Moreover, in the case of (Table 14) , however, are affected differently by competition: only those closer to more competitive-inclined individuals are significantly happier, but those who tend to think competition is harmful show no significant differences in self-reported happiness. Moreover, as we move down in the likeness of competition, individuals are marginally less happy: those closer to more competitiveinclined individuals increase their probability of being happy by more than 6% while those individuals in the third category increase that probability in only 5% and so on.
In sum, there are differences between Whites and Asians with respect to Blacks in the way feelings about competition affect their self-reported happiness. It appears
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Besides the difference in the effect of competition on happiness for different ethnic groups, these findings show differences with those observed by Fischer (2008) , who reports a positive relation between competition and happiness but does not report a nonlinear relation among the variables. Moreover, her study does not analyze a direct relation between competition and happiness (more below).
The general findings of this paper also are different with those of Brandts et al.
(2005) who report a negative relation between competition and happiness (at least for some parties involved in the transaction). Although the general conclusion of this paper stands for a positive association between competition and happiness, there are some significant negative correlations too, since, as noted above, individuals with greater aversion to competition report higher levels of happiness.
In sum, this paper´s results challenge the mainstream view that competition is always a good thing and also show preliminary results that competition may have different effects on happiness for different ethnic groups, in this case, black individuals.
Also, these findings give support for an alternative view that people may feel happier with less competition, probably because they view competition is a harmful process where a few winners win at the expense of a majority of losers, hurts the environment and produce inefficient results.
Robustness (for the general case)
The analysis so far has ignored issues of endogenous independent variables. In the econometric model outlined above, OLS estimation assumes that the regressors are uncorrelated with the error in the model, which means assuming that the only effect of the explanatory variables on happiness is a direct effect which is measured by the respective coefficients. In other words, there is no effect of competition on happiness that may go through the error term.
It happens, however, that one can argue that the association between feelings about competition and happiness is a two-way relation: those who like competition more tend to be happier individuals or, the other way around, happier individuals tend to view competition as a good thing rather than a bad thing. Or, we could also argue that there are omitted variables which operate through the error term but which also directly affect happiness and feelings about competition.
One way to address the issue of endogenous independent variables is by using instrumental variables, that is, variables that are correlated with the explanatory variable of interest (here, feelings about competition) but not correlated with the error term.
In this study, the opinions of individuals about the importance of hard work to achieving a better life and being a successful person are used as instrument for feelings about competition. Specifically, the variable is built from answers to the following The intuition behind the relation between hard effort and feelings about competition appears to be straightforward: individuals who think working hard will (2008) . Fisher´s study analyzes the effect of competition on happiness and concludes that this effect is mediated by the bargaining position of each individual, measured by her income level. Fisher uses instrumental variables to explore the causality between competition and happiness but she looks at attitudes with respect to past and current effort to instrument income but not competition. As a consequence, the problem of reverse causality between happiness and competition is not addressed, but instead that of income and happiness, which is not the focus of her study. 
Competition and happiness among blacks within countries
The suggestion that there may not be a clear association between feelings about competition and self-reported happiness among blacks ("probably because they are not the winners in the competitive process of capitalism") deserves closer scrutiny. Since regressions report average effects, the association between competition and happiness may be different for black individuals in different countries.
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In other words, although the regressions above control for country-fix effects, one may nevertheless speculate about whether self-reported happiness of blacks who feel competition is harmful is statistically similar to self-reported happiness of competition-fan blacks within different countries. To investigate this matter, five countries are selected for which the number of black individuals surveyed allows for an appropriate econometric analysis. Results of the o-logit regressions are presented in Table 16 .
In general, results confirm the conclusions above: in three of the five selected countries black individuals who think competition is good are as happy as those who increasingly dislike competition. Although it confirms the general pattern, the situation is slightly different in Brazil where results show some statistically significant differences in some cases, probably because the number of black individuals surveyed is small. Although Zambia appears as an outsider (that is individuals who think competition is harmful significantly reveal different levels of happiness than those who think competition is good), the general positive association is confirmed: individuals who have less favorable views about competition are associated with lower self-reported happiness.
Discussion
This Frank´s opinion is useful to understand the different effect for different ethnic groups in terms of who is favored and who is not by competition. Blacks appear to be the less favored group in competitive environments, which may force them to find other ways of interaction within the capitalist system to achieve higher levels of happiness. Of course, this is speculative and difficult to prove within the domain of Economics.
In other words, although positive views about competition are generally associated with higher levels of self-reported happiness, individuals with different opinions about competition report similar levels of happiness. As noted, however, the result that individuals who really dislike competition report a higher level of happiness is somewhat puzzling and somehow contradicts Blaug´s quote above. One could conjecture about the behavior of individuals who increasingly dislike competition:
because they see competition as a bad thing or because they have experienced the bad things about competition, they may shy away from it and may choose to live and work in less competitive environments, thus achieving a higher level of happiness. This conclusion may be consistent with the "process-view" of competition, where competition is regarded as a conflict between companies or persons to achieve a specific goal. On the other hand, too much competition may lead to situations where people are hurt in their self esteem and are prisoners of jealously to other persons' success (Boehm & Lyubomirsky, 2008) xli .
In addition, however, the findings of this paper suggest in general that the pessimistic view of competition expressed by researchers outside the economic profession may be overstated, e.g. Kohn (1992) xliii xlii . Maybe what is driving these pessimistic results is the fact that their evidence relies on experiments on cooperative behavior where the subjects are only children, suggesting that competition affect only adults and not children. Competition may indeed be one of the factors that make behavior of adults significantly different that the behavior of children, but not just the only one. What Kohn (1992) shows is not that competition is necessarily bad, but that adult behavior is different than child behavior in relation to cooperation, which appears to be a different issue. Moreover, experimental studies on trust and ultimatum games
show that individuals trust and cooperate more than what is assumed by economic theory (Cárdenas et.al, 2008a, b) xliv In sum, competition appears to be associated with higher levels of happiness, but may cause more harm than good to many people, as some studies in the field of Psychology suggest and as I suggest in this paper for the case of Black individuals.
This study has limitations, one of which is the analysis of causality, partially addressed here. A more profound study of the appropriate instrument is called for.
Another limitation has to do with my measure of competition: competition is defined based on subjective opinions about it, which may not represent the competitive environment of the location where the individual lives. This issue is partially addressed by the inclusion of country fixed effects in the regressions, but a more direct measure of the competitive environment would be a nice improvement to the paper.
Another improvement to this paper could be to better define ethnicity. Asians, Whites and Blacks represent three different groups of people, but ethnicity also has to do with religion, beliefs, norms and attitudes. How different people in different parts of the world react to competition is, probably, a key issue to understand the functioning of capitalism and to assess its future, its potentials and problems.
Another fruitful extension of this paper would be to examine what differences exist among African countries (and others) as the analysis here suggests different consequences on happiness.
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The policy implications of this paper are tentative. On the one side, happier persons like competition more, but persons with the same level of happiness reject it as harmful. Competition may lead to a "race to the bottom" situation, where only some corporate interests are benefited, while the general public may not. Rough competition in the so-called labor market, both inside and outside firms, hurt rather than benefit workers, for example.
Since competition cannot be avoided in capitalistic societies, governments can actually manage institutional structures, as Fischer (2006) suggests. But the effect of competition may run deeper and better institutional environments may not suffice. (2000)) find that while American young individuals feel happier than their older counterparts, the reverse is true for how satisfied they feel about life.
viii KOHN, A. (1992) . x The game is played by two players in the Non-Competitive environment and by three players in the Competitive environment. In the latter, one party has to choose with who of the other two players she will play, thus creating a competitive condition. Games are repeated over 30 rounds.
xi Subjective wellbeing is measured by computing self-reported hedonic states experienced by the participants, while disposition towards others is measured using a variant of a social value orientation test (Liebrand, 1984) .
xxvii These strategies may include deceiving costumers through advertising, for example. xxxiv I consider the same equation for each of the three samples mentioned above. 12. Note that higher numbers represent worse feelings about competition and lower levels of happiness.
xxxvi Tables 9 through 12 show the results for all dependent variables. Country fixed effects are included in the regression but are not reported. xl In fact, Smith's view of competition may be closer to Darwin's than Frank suggests (see Blaug,2001) 
